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Problems of Economic Stability 


In a lecture in Ziirich, Dr. Erhard. West German Min- 
ister for Economic Affairs, took as his starting point the 
thesis that, in view of the existing world political constel- 
lation, the West is faced with the fundamental problem 
of finding a way of stabilizing the boom now existing in 
most western countries, so as to make it a normal state 
of affairs and to prevent a return to the era of sharp 
cyclical fluctuations. The achievement of this aim must 
be regarded as the essential test of the free order of 
society. A disquieting symptom of the present situation 
is that 
tions and social security improve, the more the funda- 


in Germany, at any rate—the more living condi- 
mental principles of a social-market economy are criti- 
cized. The social-market economy is held responsible 
for the fact that growth in well-being is accompanied by 
the spread of a purely materialistic conception of life, a 
conception which is giving rise to forces that create an 
increasingly acute social danger. Economic policy cannot 
be expected to embrace every aspect of human life; it 
must confine itself to steering economic evolution so as 
to secure the material basis of existence for as large a 
section of the population as possible. The creation of 
economic well-being is, however, an indispensable condi- 
tion for overcoming the materialistic outlook. A new 
kind of business-cycle policy should be developed on the 
basis of a revised economic theory, which would recog- 
nize as an economic factor the political influences affect- 
ing the economy. The example of the theory of equilibri- 
um prices shows that economic doctrines which ignore the 
effectiveness of political forces are applicable in prac- 
tice only in a considerably restricted form. Generally 
speaking, economic equilibrium cannot be attained be- 
cause divergent political stresses and the action of 
individual elements in the economy keep the economy 
continuously in motion. The concept of inflation, too, 
calls for a more varied interpretation, for there is a con- 
siderable difference between a situation in which infla- 
tionary tendencies are the result of government measures, 
whether through the creation of money or through a 
budget deficit, and one in which their causes lie in an 
expansion of purchasing power resulting from the eco- 
nomic process itself. Today it is no longer considered 
important to distinguish whether wage increases, for 
example, are the result of lack of discipline on the part 


of individual elements in the economy or of genuine 
inflationary impulses. However, the endeavors of work- 
ers and employers to secure as large a share as possible 
of the social product clearly play a decisive part in 
creating inflationary impulses. If the authorities are 
to refrain from intervening by means of far-reaching 
restrictive monetary measures, the only other course open 
is to undertake an educational campaign to make the 
economic circles concerned realize the pernicious conse- 
quences of their behavior. If this fails, it is up to the 
state which subordinates its economic policy to the prin- 
ciples of a social-market economy to take drastic measures 
to protect income earners who are not directly employed 
in the production process. But under a free-market sys- 
tem, the state will never apply the most drastic measures 

the freezing of prices and wages; it will, however; make 
every effort to ensure that the price level shall, on the 
whole, remain stable. 

As a result of considerable increases in productivity 
coupled with the maintenance of an absolutely stable price 
level, West Germany has been able in recent years to 
achieve a real increase in wages—a development that 
was deliberately aimed at, since the national economy can 
hold its own in international competition only when effec- 
tive purchasing power at home is spread over as large a 
section of the population as possible. The discussion of a 
fair wage under boom conditions has been dominated by 
two extreme points of view: whereas the workers wish 
wages to be adjusted, to the full extent, to any improve- 
ment in productivity, employers contend that this gain 
should be used exclusively for strengthening the machin- 
ery of production. Both points of view are wrong, for 
when productivity rises none of the parties concerned 
should be deprived of a share in the gain. It is of deci- 
sive importance in allotting shares that only so much 
should be channeled into consumption via wage increases 
as can be justified from the point of view of the mainte- 
nance of a stable price level; and on the other hand, a 
fully employed economy can increase its productivity only 
by means of additional investments. In Germany there 
are symptoms that wage increases have already expanded 
demand for consumer goods to a dangerous extent, and 
it is becoming a matter of increasing urgency to find a 


way of reducing the present large excess of purchasing 
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power. Dr. Erhard rejected all measures of compulsion, 
such as the prohibition or control of investment, or the 
extension of compulsory saving by means of higher taxa- 
tion. Only when the appeal to reason is not heeded is it 
permissible for the state and the central bank to intervene 
by employing the whole arsenal of economic and financial 
measures at their disposal. Referring to the use of tariff 
policy to combat excessive boom conditions, Dr. Erhard 
observed that, owing to the relatively low price level, the 
West German terms of trade have not been substantially 
changed by recent tariff reductions, and that their salutary 
effect can be explained only by their psychological influ- 
ence. The recent raising of the bank rate has also been 
regarded as a warning signal, indicating that the central 
bank is prepared to make further drastic increases in the 
discount rate if the situation should call for it. Although 
discount policy is no longer as effective as it was during 
the gold-standard era, no monetary business-cycle policy 
can dispense with this classical instrument. 


Although most western countries have the same or sim- 
ilar economic difficulties, the remedies employed vary 
considerably, and this tends to weaken people’s faith in 
measures of business-cycle policy and to reduce their 
efficacy. Dr. Erhard deplored the fact that there is at 





IFC Membership 


On April 20 India became the twentieth country to 
complete the action required for membership in the Inter- 
national Finance Corporation. The prospective capital 
subscriptions of the first twenty adherents amount to 
$61,751,000 of the starting capital of 
$75,000,000. The ten other countries that have adhered 


to the new Corporation since the last announcement was 


minimum 


made on January 10 are Bolivia, Ceylon, Dominican Re- 
public, Ethiopia, Guatemala, Haiti, Honduras, Nicaragua, 
Panama, and Peru. Previously announced were Aus- 
tralia; Canada, Costa Rica, Ecuador, Egypt, Iceland, Mex- 
ico, the United Kingdom, and the United States (see this 
News Survey, Vol. VIII, p. 213). 
Source: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D.C., 
April 20, 1956. 


Private Production of Gold Coins 


Eight men, charged with trafficking in gold sovereigns 
manufactured in Italy with the same gold content and 
appearance as genuine sovereigns, were acquitted by a 
Swiss court in Berne on April 13, although the court, 
reversing a Swiss federal court ruling of 1952, decided 
that sovereigns were still legal currency. The defendants, 
who claimed that they had purchased 11,741 gold coins 
openly on the Milan Stock Exchange, stated that they had 
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present no institution designed to exercise a correcting 
and balancing effect on the international price level. The 
price trends in Europe still differ greatly. The only way 
of evening out these disparities is by complete liberaliza- 
tion of foreign trade, and Dr. Erhard expressed his deter- 
mination that West Germany should attain this goal. In- 
creased liberalization is also important because it 
strengthens the power of resistance of the West against 
the Soviet trade offensive. In order to reinforce the 
western position, Dr. Erhard suggested an international 
clearing agency to collect and examine all the experience 
gained on the economic front. Joint action by the western 
countries in every field is today more necessary than ever, 
for the countries of Europe are interdependent to such an 
extent that none of them can solve its problems alone. 
West Germany, Dr. Erhard concluded, would never agree 
to any solution of the problem of European integration 
that involved discrimination against other countries. 
Only: when bilateralism is replaced by a set of principles 
that exclude discrimination will relations between coun- 
tries improve to the benefit of all. 


Source: Neue Ziircher 


March 22, 1956. 


Zeitung, Zirich, Switzerland, 


been led into a legal error by the 1952 ruling. (See also 
this News Survey, Vol. VIII, p. 110.) 


Sources: The Times, London, England, April 12 and 14, 
1956. 


Europe 


EPU Settlements in March 1956 


The total of settlements carried out through the Euro- 
pean Payments Union in March 1956 amounted to 88.8 
million units of account (one unit of account—US$1), 
compared with 63.4 million in February and 105.8 mil- 
lion in January. The net surpluses or deficits of the 
member countries for January, February, and March 
1956 are given in the accompanying table. Creditor coun- 
tries are presented in descending order, and debtor coun- 
tries in ascending order, of their respective creditor and 
debtor positions vis-a-vis EPU at the end of March 1956. 


The main changes in the country pattern of surpluses 
and deficits in March were a considerable increase in the 
net deficit of France, which, as in previous months, was 
settled fully in gold, and a reduction of the monthly 
deficit of the United Kingdom to a very small figure. 
The Federal Republic of Germany and Belgium continued 
to have substantial net monthly surpluses. 
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Net Deficits (—) or Surpluses (+) in EPU 
(in millions of units of account) 
Jan. Feb. 
1956 1956 


Mar. 
1956 
Creditor Countries 
Germany, Fed. Rep. 
Belgium-Luxembourg 
Netherlands 
Switzerland 
Sweden __ 


Debtor Countries 
Portugal 
Austria 
Iceland 
Turkey 
Denmark 
France . 
Norway 
Italy 


+52.4 
+34.4 
+10.9 
-7.4 
-8.2 


+40.8 
+13.0 
+4.1 
-3.4 
+5.1 


+651.1 
+ 28.3 
+2.9 
~-9.1 
-9.9 


—5.6 
-1.3 
-0.3 
3.4 
+8.0 
—55.5 
+0.1 
-11.6 

United Kingdom —10.3 —0.2 

Greece (quota blocked) . -2.1 +1.1 
Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 

April 18, 1956. 


U.K. Budget 


Introducing the Budget for 1956-57 on April 17, the 
U.K. Chancellor of the Exchequer noted the deterioration 
in the balance of payments position in 1955 and the symp- 
toms of severe inflation at home. The experience of the 
past year has shown that the United Kingdom cannot 
afford to run its economy flat out, with more jobs than 
men to fill them, more orders than industry can meet, 
easy profits at home, and rising costs. There is no future 
in importing extra materials that the country cannot af- 
ford, in order to turn them into extra goods that are not 
exported. These imports must be paid for by exports and 
not by drawing on reserves. In its efforts to check infla- 
tion, the Government has relied very largely on monetary 
policy. The lessons to be drawn from this include, on the 
debit side, the increased cost of servicing the national debt 
and the time needed for monetary measures to achieve the 
desired results; and, on the credit side, as 1955 proceeded, 
the increasing effect of the policy, owing to the persistent 
pressure on the monetary system exercised by the interest 
rate and by the control of credit. But monetary policy can 
operate effectively only in conjunction with fiscal and 
other governmental measures. As to whether the measures 
taken were enough to overcome inflation, the Chancellor 
stated that economic activity is still at a very high level. 
Demand for resources continues to be excessive. The 
main evidence of an easing of demand is confined to 
those industries producing consumers’ durable goods, so 
there is not yet certainty that the economy is moving in 
the right direction. Credit restrictions must continue for 
the time being; monetary and fiscal measures must go 


hand in hand. 


The Chancellor stated that in the fiscal year 1955-56 
the actual surplus “above the line” was £397 million, - 


+5.0 
-0.7 
-0.3 
-0.8 
+0.4 
-51.8 
-1.3 
-14.7 
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whereas the estimated surplus had been £148 million. 
Ordinary revenue, at £4,893 million, was £183 million 
higher than estimated, and ordinary expenditure at 
£4,496 million was £66 million less than the original 
estimate. Net expenditures “below the line” were £538 
million, against an estimate of £584 million, so that 
the over-all deficit was not £436 million as forecast 
but £141 million. On the basis of existing taxation, 
ordinary revenue in 1956-57 is expected to be £5,190 
million, an increase of £297 million over 1955-56. Ordi- 
nary expenditure is expected to rise by £249 million, to 
£4,745 million, so that the prospective surplus on the basis 
of existing taxation is £445 million. However, despite this 
large surplus, the Chancellor said that he had decided 
against any reduction of taxation. In view of the need 
to curb inflation, the surplus must be fortified rather than 
depleted. Any heightening of inflationary pressure might 
prove disastrous, whereas an error in the opposite direc- 
tion would be far less harmful and far more easily 
remedied. 

The Chancellor’s main proposals are designed to stim- 
ulate private savings. They include a new issue of tax- 
free savings certificates yielding over 4 per cent; a new 
ten-year defense bond yielding 41% per cent, and 544 per 
cent if held to maturity; exemption from income tax of 
the first £15 of income on certain savings deposits; tax 
relief for payments for pensions made by self-employed 
persons; tax relief on part of life annuity receipts; a 
reduction of the stamp duty on house purchases, to en- 
courage home ownership; and a new “premium bond” 
with tax-free prizes, to attract persons who prefer a chance 
of large gain to ordinary interest. The Chancellor said 
that these premium bonds, which will not be issued until 
1957, will not be a form of lottery, since no subscriber 
will lose his capital; the issue price of the bonds will be 
£1, and there will be prizes of £1,000 and of smaller 
amounts. The Government will make an effort to save on 
a basis parallel to that urged on private individuals. A 
new review of defense expenditure is going forward, and 
the Government has decided that a special review of all 
expenditure will be made during the current year, with the 
aim of saving £100 million on the 1956-57 estimates al- 
ready published. In 1956-57, the policies to encourage 
saving will cost £20 million, and a 25 per cent increase 
in family allowances for the third child and subsequent 
children will cost £4 million. Offsetting these costs will be 
an increase in the duty on tobacco, yielding £27 million, 
and an ending of the bread subsidy in September, saving 
£12 million. The net effect of all these changes will be to 
raise the estimated “above the line” surplus for 1956-57 
to £460 million. An increase from 27/4 per cent to 30 


® 
per cent in the tax on distributed ‘ttompany profits, and 
from 21% per cent to 3 per cent in the tax on undistributed 


profits, will not increase revenue until next year, but will 
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oblige companies to save an additional amount this year, 
in anticipation. 

The Chancellor proposed a revision of the method of 
financing expenditures by the nationalized industries, in 
order to increase the authorities’ control over the mone- 
tary system and to facilitate transactions in the govern- 
ment bond market. In place of the system whereby these 
industries borrow initially from the banks and subse- 
quently fund these borrowings by issuing bonds with a 
Treasury guarantee, there would be a temporary two- 
year period in which their needs would be met (up to a 
maximum of £700 million) from the Exchequer. In the 
future, nationalized industries would be permitted to bor- 
row only short-term capital from the banks. The cost of 
this plan to the Exchequer in 1956-57 is estimated at £350 
million (“below the line”), but the technical advantages 
of the new procedure outweigh the apparent increase in 
total below-the-line expenditure to £803 million and in the 
over-all deficit to £343 million. 

The Times and The Financial Times, London, 
England, April 18, 1956. 


French Import Liberalization with OEEC Area 


A new list of products which can henceforth be im- 


Sources: 


ported by France from the OEEC area free from import 
quotas was published in the Journal Officiel of April 6, 
1956. Thus the percentage of liberalization was raised 
from 79 per cent to 82 per cent of private imports in 
1948. However, most of the products newly liberalized 
are subject to the 15 per cent “temporary compensatory 
import tax to avoid disturbances in certain sectors and 
to give some time to the relevant industries to implement 
specialization and investment measures in order to face 
foreign competition.” Selection of the newly liberalized 
commodities was influenced by the fact that an increase 
in foreign supplies will help to keep the price level stable. 
This consideration applies in particular to the liberaliza- 
tion of imports of certain food products, such as various 
fresh vegetables and meats, and of building materials. 
Other categories of liberalized products are small ma- 
chinery, farm machinery, various chemicals, and long- 
playing records. 

Source: Agence Economique et Financiére, Paris, France, 

April 6, 1956. 


Netherlands Government Loan 


The Netherlands 
April 19 it would open subscriptions to a f. 400 million 


Government announced that on 
(US$105 million), 30-year, 34% per cent domestic loan, 
the subscription price to be 99 per cent of par; and that 
government-administered savings and insurance institu- 
100 million to the loan. The 


interest rate is higher than that of the Treasury loan of 


tions would subscribe f. 


January 1955 (a 40-year, 31, per cent loan issued at par) 
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and of September 1955 (a 30-year, 344 per cent loan 
issued at par). (See this News Survey, Vol. VII, p. 230, 
and Vol. VIII, p. 170.) 


Since the conditions were more favorable than those of 
the two earlier loans, it was generally expected that the 
loan would be quickly oversubscribed. Total sales, how- 
ever, have been no more than f. 380 million, including the 
f. 100 million subscribed by the savings and insurance 
institutions. The fact that subscriptions have been below 
expectations is ascribed to two main factors: growing 
competition for funds in the capital market among enter- 
prises engaged in expansion, and the present scarcity of 
funds in the money market, which made it impossible for 
the commercial banks to finance in advance subscriptions 
by large institutional investors on the same scale as in 
the past few years. 

Sources: Het Financieele Dagblad, Amsterdam, Nether- 
lands, April 10, 1956; Nieuwe Rotterdamse 
Courant, Rotterdam, Netherlands, April 21, 
1956. 


Norwegian Borrowing in Switzerland 


The City of Oslo has signed a contract with a Swiss 
bank consortium for the issue of a 44% per cent, 15-year, 
Sw F 25 million (US$5.8 million) loan on the Swiss 
market. The loan will be repaid in eight annual install- 
ments beginning in 1964. The new contract has a clause 
similar to that in the loan obtained last year (see this 
News Survey, Vol. VII, p. 367), namely, that the City of 
Oslo will order in Switzerland Sw F 15 million worth of 
equipment for its hydroelectric power developments on 
condition that it can be bought on competitive terms. 
Source: Norges Handels og Sjofartstidende, Oslo, Nor- 

way, April 18, 1956. 


Swedish Credit Policy 


In negotiations between the Sveriges Riksbank and the 
commercial banks, it has been agreed that a serious in- 
flationary threat still exists in Sweden, in spite of the 
tightening of credit by the commercial banks and other 
Therefore, the Riksbank has re- 
quested that, before the end of August, commercial banks 
reduce their credit outstanding, except that for building, 
at least 5 per cent below the level at the end of July 1955. 
Since the Riksbank has also stated that a similar request 
will be made to savings banks and agricultural credit 


restrictive measures. 


associations, the representatives of the commercial banks 

have agreed to try to meet the request. 

Source: Svenska Dagbladet, Stockholm, Sweden, April 20, 
1956. 


Finnish Discount Rate 


The Bank of Finland has raised its lowest discount 
rate from 5 per cent to 6.5 per cent, effective April 19. 
After this change its lending rates will range from 6.5 
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per cent to 8 per cent, compared with the previous range 

of 5 per cent to 7.5 per cent. 

Source: Norges Handels og Sjgfartstidende, Oslo, Nor- 
way, April 19, 1956. 


Dollar Import Liberalization in Italy 


The Italian Government is preparing a new list of 
products which can be imported from the United States 
and Canada free from import quotas. The percentage of 
liberalization since August 7, 1954 has been 25 for im- 
ports from the United ‘States and 38 for imports from 
Canada. The liberalization percentages will be raised to 
40 per cent for imports from the United States and 57 for 
imports from Canada, The main commodities involved in 
the new liberalization measures are various raw materials, 
chemicals and pharmaceutical products, business ma- 
chines, and various types of machinery. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 


April 9, 1956. 


Middle East 
Determination of Exchange Rates in Egypt 


A decision issued by the Egyptian Ministry of Finance 
has eliminated the requirement that the National Bank 
of Egypt fix exchange rates in relation to sterling. It 
was explained that it was considered unnecessary to fol- 
low the fluctuations in sterling in establishing rates be- 
tween the Egyptian pound and other currencies. The new 
decision stipulates that in the future exchange rates will 
be established in relation to International Monetary Fund 
parity rates, with variations from parity being limited to 
1 per cent in either direction. 

Source: Egyptian News Agency, Mena, Cairo, Egypt, 


March 29, 1956. 
Iraqi Five-Year Development Plan 


The Iraqi Development Board has prepared a new and 
expanded development plan to replace the five-year plan 
ending in 1960, which was adopted last year (see this 
News Survey, Vol. VII, p. 281). The new plan was 
drafted on the basis of recommendations by international 
consultants and an expectation of increased oil receipts. 
Under the revised plan, total expenditures for the five- 
year period are estimated at ID 416 million (US$1.16 
billion), compared with ID 303 million under the orig- 
inal plan. The new plan is divided into two parts: major 
development projects, for which ID 364 million is allo- 
cated, and small construction projects, for which ID 52 
million is allocated. The major projects are to be imple- 
mented by the Development Board, while the small proj- 
ects will be carried out by various government depart- 
ments but will be financed by the Board. The new plan 
provides for increases for irrigation projects, which are 
allocated ID 120 million, compared with ID 108 million 
in the previous plan, and industrial projects, the allocation 
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for which has been increased from ID 44 million to ID 60 
million. Allocations for electrification, exploitation of 
mineral resources, and housing have been increased sub- 
stantially. These expenditures are to be financed mainly 
by the Development Board’s share of oil receipts (70 per 
cent of the total) , now estimated at ID 260 million, against 
ID 216 million in the original pian. 


Source: The Iraq Times, Baghdad, Iraq, March 27, 1956. 
Trade Agreement Between Iraq and Greece 


An agreement between the Governments of Iraq and 
Greece provides for exports and imports by each country 
valued at ID 280,000 (US$784,000) per year. Iraq will 
import minerals, chemicals, pharmaceuticals, and olive 
oil, and will export barley and cotton. The agreement 
also grants each party most-favored-nation treatment, 
provided that this shall not affect special arrangements 
already entered into by either country, such as those 
among the Arab countries. 

Source: The Iraq Times, Baghdad, Iraq, March 6, 1956. 


Iranian Exchange Rates 


Iran has eliminated the exchange rates applicable to 
Category II imports and exports. As of March 21, 1956, 
the authorized banks’ buying rate applicable to all exports 
is Rls 75.00 per U.S. dollar, and the selling rate appli- 
cable to all imports is Rls 76.50. Previously, these rates 
applied only to Category | imports and authorized non- 
trade transactions, while Category II imports (about 3 
per cent of the total) and some minor exports were sub- 
ject to free rates which until recently had been several 
rials above the Category I rates. Since January the 
market rate for Category II transactions had been stable 
at Rls 76.50. 

Sources: Ettéla’at, Teheran, lran, March 27, 1956; The 
Journal of Commerce, New York, N.Y., April 20, 
1956. 


Far East 
India’s Second Five Year Plan 


Addressing the Conference of University Planning 
Forums in Delhi on April 15, the Indian Minister of 
Finance stated that the original allocation of Rs 48 billion 
(US$10.1 billion) proposed for the public sector in the 
Draft Outline of the Second Five Year Plan (see this 
News Survey, Vol. VIII, p. 225) is now corsidered in- 
adequate; this is due to the increased expenditure that 
might have to be incurred for national defense, develop- 
ment of atomic energy, coal production, petroleum ex- 
ploration, and the subsidization of the Ambar Charkha 
(spinning wheel) method of cotton yarn production in 
the handloom sector of the cotton textile industry. Ac- 
cordingly, an increase of Rs 3 billion or Rs 4 billion in 
the original allocation is now envisaged. 

Referring to resources for the Plan, the Minister indi- 
cated that the Government would have to raise from fresh 
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taxation Rs 500 million per year over and above the 
amount scheduled in the Draft Outline. This would be in 
addition to the tax receipts that the States would have to 
raise. He expressed doubt that India would actually re- 
ceive foreign assistance of Rs 8 billion as envisaged in 
the Draft Outline, stating his belief that Rs 4 billion is a 
more realistic figure. He also indicated that the Plan 
period of five years might have to be extended beyond 
March 31, 1961. 

Source: Embassy of India, /ndiagram, Washington, D.C., 

April 23, 1956. 


Indian-Yugosiav Trade Agreement 

The Governments of India and Yugoslavia have con- 
cluded a three-year agreement on trade and technical 
assistance, to be operative during the period from April 1, 
1956 to December 31, 1959; the attached schedules being 
subject to revision each calendar year. The pact aims at 
a substantial increase in trade, and the development of 
closer scientific and technical cooperation between the 
two countries through the sharing of technical skills, 
exchange of technical missions, provision of personnel 
and training facilities, and supply of equipment. 

The major items to be exported from India to Yugo- 
slavia are iron ore, manganese ore, mica, shellac, coffee, 
tea, spices, hides and skins, raw cotton, cotton textiles, 
raw wool and waste, jute textiles, cottage industry prod- 
ucts, and handicrafts. Among the chief items available 
for export from Yugoslavia to India are cement, rolled 
steel products, aluminum, lead and zinc products, non- 
ferrous alloys and manufactures, diesel and steam loco- 
motives, railway rolling stock, ships, electrical equipment, 
and mining, metal-working, and other machinery. 

An immediate increase is expected in exports of iron 
ore from India to Yugoslavia, and of cement and rolled 
steel products from Yugoslavia to India, and the two 
Governments have agreed to assist their respective state 
trading organizations in implementing such shipments. 
By an exchange of letters, India and Yugoslavia have 
agreed to arrange meetings of technical experts, with a 
view to expediting the conclusion of contracts for the 
purchase of Yugoslav ships by India. 

The agreement provides for the extension of most- 
favored-nation treatment by the contracting parties. to 
one another, subject to two limitations: Concessions 
granted by either party to a contiguous country to facili- 
tate frontier traffic are not covered by this clause; neither 
are the preferences accorded by India to certain countries 
prior to July 25, 1953 (the day on which the previous 
Indian-Yugoslav agreement was signed) or to replace 
advantages that existed prior to partition. Payments for 
Indian-Yugoslav commercial transactions will be settled 
in Indian rupees or sterling, as may be mutually con- 
venient. 

Source: The Times of India, Bombay, India, April 1, 
1956. 
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Lower Burmese Prices for Rice 


Export prices set for Burmese rice in 1956 are about 
13 per cent below 1955 prices. The basic government-to- 
government price of Ngasein Small Mills Special, 42 per 
cent broken, has been reduced from £42 per long ton 
(US$5.23 per 100 pounds) to £36 5s. ($4.53 per 100 
pounds). 

Source: Department of Agriculture, Foreign Crops and 
Markets, Washington, D. C., April 9, 1956. 


Payments Agreement Between Vietnam and Laos 


A payments agreement, which is intended to diminish 
the inconveniences arising from the separation between 
the currencies of Vietnam and Laos, provides for the es- 
tablishment of a piastre account in the name of the Na- 
tional Bank of Laos and a kip account in' the name’ of 'the 
National Bank of Vietnam. At six-month intervals any 
outstanding balance will be payable immediately and will 
be settled either in the currency of the creditor country 
or, in default of this and at the discretion of the debtor, 
in gold, francs, U.S. dollars, sterling, or other currency 
acceptable to the creditor. Permanent overdrafts are es- 
tablished in each account of 35 million piastres or 35 
million kips. 

Source: Marchés Coloniaux du Monde, Paris, France, 
April 7, 1956. 


Korea's Five-Year Coal Plan 


The Ministry of Commerce and Industry of the Republic 
of Korea has drafted a five-year plan to save US$140 
million and 80 billion hwan by attaining annual anthra- 
eite output of 5 million tons and replacing oil and other 
types of fuel in various factories. According to the plan, 
91 per cent of the total coal requirements will be met by 
domestically produced anthracite in the fiscal year 1956, 
and only anthracite will be used in the operation of the 
railways during the period of the plan. At present, 39 per 
cent of Korea’s total; requirements is met by imported 
bitumisous coal. Under the five-year plan, 678 factories 
will use anthracite instead of other fuels. In recent years, 
abeut 330,000 drums of oil, 160,000 tons of bituminous 
coal, and a large quantity of firewood have been consumed 
annually. 

Under a plan drafted to meet the problem of distribu- 
ting coal produced by the Dai Han Coal Corporation and 
other civilian companies during fiscal 1956, the Ministry 
will sponsor the distribution of about 2.2 million tons of 
coal, or 72 per cent of the annval requirements, which 
are estimated at 3 million tons. In the distribution, priori- 
ties for full requirements will be given to transportation 
and power-producing industries. 

Source: The Korean Republic, Seoul, Korea, April 5, 
1956. 
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United States and Canada 
U.S. Farm Exports in 1955 


U.S. exports of agricultural products rose by 5 per cent 
in 1955, to $3.2 billion. If cotton exports, which declined 
40 per cent, are omitted, the increase was about 20 per 
cent. The expansion was due to continued economic im- 
provement and some shortages abroad and also to U.S. 
efforts to dispose of agricultural surpluses. Exports of 
wheat and wheat flour rose from 230 million bushels in 
1954 to 272 million bushels in 1955. European needs were 
greater following poor quality harvests in 1954, and about 
120 million bushels were shipped there under the Agri- 
cultural Trade Development and Assistance Act (P.L. 
480). A short crop in Argentina last spring was the 
chief factor in the 40 per cent rise in U.S. corn exports. 
Shipments. under the barter. provision of. P.L. 480. were 
largely responsible for the sharp increases in sorghum 
and barley exports, while sales of rice to Japan for local 
currency limited the 1955 decline in exports of that 
commodity. 

The sharp fall in cotton exports was due to increased 
competition from other exporters and to uncertainty about 
U.S. disposal programs. Importers abroad drew heavily 
on existing stocks. Exports will probably rise in the mar- 
keting year beginning in August as a result of the clari- 
fication of U.S. export policy, under which government- 
held cotton will be offered at competitive world prices. 
Tobacco exports rose almost 20 per cent in 1955, to the 
largest volume since 1946. Sales for foreign currencies 
accounted for about half of the increase. Cottonseed oil 
exports were maintained near their 1954 peak; both in 
1954 and 1955, these exports came largely from Commod- 
ity Credit Corporation stocks at prices below the U.S. 
domestic price level. Soybean exports rose 56 per cent 
in 1955. Oil shortages in many countries, owing to poor 
crops, were an important factor in exports of both these 
commodities in 1955. 

Source: Department of Agriculture, Foreign Crops and 
Markets, Washington, D. C., April 16, 1956. 


Canadian Residential Construction 

Housing starts in Canada rose during 1955 by 25,000 
units, to 138,000, while completions rose by 26,000, to 
125,000. Although the rate of family formation declined 
during the year, real income per capita increased by 7 per 
cent. In addition, mortgage funds were readily available 
at somewhat lower interest rates throughout most of 1955, 
although conditions tightened somewhat toward the end 
of the year. The rising volume of residential and other 
types of construction led to some shortages of material, 
and building costs averaged 2.4 per cent higher than in 
1954. 

One aspect of the increase in activity during 1955 was 
a rise in lending under the National Housing Act of 1954, 
which provided for easier credit terms and introduced a 
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system of mortgage insurance. During the year, 65,000 
housing starts were financed under the Act, an increase 
of 15,000 over 1954. Institutional lenders approved mort- 
gage loans aggregating Can$1,171 million, of which $850 
million was on new houses, an increase of $215 million 
over 1954. Loans under the NHA accounted for $639 
million of the total, and conventional mortgages for $211 
million. While life insurance companies remained the 
principal source of mortgage funds, the chartered banks 
(which began to lend on mortgages only in 1954) were 
responsible for slightly more than half the loans made 
under the Act, against one third in 1954. With the 
increase in bank participation, other lenders turned in- 
creasingly toward conventional mortgages. 
Source: Central Mortgage and Housing Corporation, 
Canadian Housing Statistics, Fourth Quarter 
1955, Ottawa; Carada: ' 


Corporate Profits in Canada 

Canadian corporations earned profits of $3,022 mil- 
lion, before tax, in the calendar year 1955, an increase 
of $632 million, or 26 per cent, over 1954. After deduction 
of income tax liabilities, which amounted to 45 per cent 
of gross profits over the year, profits were $1,656 million, 
or 35 per cent greater than in 1954. Profits in the extrac- 
tive industries showed the strongest increase, with a 
gain of 56 per cent before tax, while earnings in trans- 
portation rose by 35 per cent and in iron and steel by 
33 per cent. The service group, which showed a decline 
of 6 per cent, was the only sector in which some increase 
was not recorded. 
Source: Dominion Bureau of Statistics, Weekly Bulletin, 

Ottawa, Canada, April 20, 1956. 


Latin America 
Chilean Exchange Policy 


On April 20, commercial banks in Chile carried out 
their first operations under the country’s new exchange 
rate system (see this News Survey, Vol. VIII, p. 325). 
The exchange rate set by the Central Bank was 490 pesos 
per U.S. dollar or the equivalent in other currencies. The 
new rates apply virtually to all permitted imports; for- 
merly, most imports carried the rate of 300 pesos per 
U.S. dollar. Other rates announced by the Central Bank 
include convention dollars with Brazil and Spain at 420 
pesos. 

Importers now have to deposit, in Chilean currency, 
with the Central Bank an amount not less than | per cent 
or more than 400 per cent of the value of the commodities 
being imported, according to the import category. The 
guarantee deposit will be returned to the importer after 
foreign currency equivalent to the value of the imported 
goods has been paid into a bank, and customs duties and 
other expenses have been paid. 

The approved exchange budget for 1956, published in 
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Diario Oficial of April 14, estimates receipts and expendi- 
tures equivalent to US$568.8 million. On the receipts 
side, exports are set at $446.8 million, invisibles at $19.8 
million, and foreign credits at $102.2 million. On the 
payments side, imports are set at $476.1 million and 
invisibles at $92.7 million. The budget decree also lists 
items the import of which will be permitted; the import 
of items not on the list is prohibited. 
Sources: Diario Oficial, Santiago, Chile, April 14, 1956; 
The Journal of Commerce, New York, N. Y.., 
April 23, 1956. 


Chilean Law to Assist Nitrate Firms 


Both Houses of Parliament in Chile have passed the 
so-called “nitrate referendum,” a bill granting to nitrate 
companies better exchange rates and improved taxation 
and investment conditions. The bill now goes to the 
President for signature. 

The new law will grant nitrate companies shorter 
periods for amortizing installations, free exchange rates, 
and other conditions which will tend to lower production 
costs, thus enabling Chilean nitrate to compete more 
adequately with the synthetic product in world markets. 
The bill also paves the way toward the development of 
a heavy chemical industry in northern Chile. 


Source: The Journal of Commerce, New York, N. Y., 
April 20, 1956. 


Chilean-U.S. Surplus Commodity Agreement 
An agreement for the sale to Chile for local currency 


of U.S. surplus agricultural products having a total 


value, including certain transportation costs, of US$34.6 
million, was signed by representatives of the two Govern- 
ments on March 13. A substantial part of all pesos accru- 
ing will be earmarked for loans designed to contribute to 
Chile’s economic development and will be repayable in 
dollars or pesos under the terms of a supplemental Joan 
agreement to be concluded later. The balance will be 
reserved for the use of the United States in Chile. 

The commodity composition of the program is approxi- 
mately as follows: edible oils, $12 million; wheat, $6 
million; cotton, $5 million; beef, $4 million; seeds, $2 
million; and nonfat dry milk, edible tallow, lard, and 
tobacco, $2 million. 

Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., March 26, 1956. 


Other Countries 
South Africa’s Imports of Consumer Goods 


The South African authorities have granted a 20 per 
cent supplemental quota for imports of consumer goods, 
raising each importer’s quota for 1956 to 531% per cent 
of the value of his imports of similar goods in 1948. An 
original quota of 3314; per cent had been authorized in 


January of this year. As last year, quotas for motor 


vehicles will provide for the local assembly of more than 
50,000 passenger cars and 16,000 trucks. Imports of 
assembled vehicles will also be maintained at the 1955 
level. The full needs of industry in respect of machinery 
and essential raw materials will again be covered. 

In a statement to the Assembly, the South African 
Minister of Economic Affairs said that “unfortunately, 
circumstances are such that it is not yet possible to 
announce any further relaxation at this stage.” (See also 
this News Survey, Vol. VIII, p. 188.) 

Sources: The Star, Johannesburg, South Africa, March 2, 
1956; The Financial Times, London, England, 
March 3, 1956; The Journal of Commerce, New 
York, N. Y., April 11, 1956. 


Flexible Reserve Requirements in South Africa 

The South African Reserve Bank Bill, which has been 
presented to the House of Assembly, proposes to give the 
Reserve Bank authority—with consent of the Treasury— 
to introduce flexible reserve requirements for the com- 
mercial banks. At present, the minimum cash reserves 
which the commercial banks have to hold in the form of 
balances with the Reserve Bank are fixed by the Banking 
Act at 10 per cent of demand deposits plus 3 per cent 
of fixed deposits. The new Bill would make it possible to 
supplement the existing minimum cash reserve require- 
ments by an additional percentage, not exceeding 10 per 
cent of a bank’s liabilities to the public. Alternatively, the 
Reserve Bank may prescribe that commercial banks cover 
any increase of liabilities to the public over those in 
the latest returns by a reserve balance not exceeding 
90 per cent of the increase. However, the banks may de- 
duct from their prescribed supplementary reserve balances 
any additional holdings of Treasury bills and government 
stocks maturing within three years, advances to the Land 
and Agricultural Bank, and other approved assets. The 
banks would be given 30 days to comply with the supple- 
mentary reserve requirements and would not be com- 
pelled to add to their reserve balances more than 2 per 
cent of their liabilities to the public in any one calendar 
month. 


Source: The Financial Times, London, England, April 20, 
1956. 
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